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The Cuban economy continued to grow at a minimal rate in 1998, and the government blamed the
lackluster performance on the US embargo, weather conditions, and production inefficiencies.
Though some sectors did well, the overall picture was uneven, as tourism and the growth of the
parallel dollar economy highlighted contrasts between shortages of basic necessities and luxury. A
recent report by the UN's Economic Commission for Latin America and the Caribbean (ECLAC)
blamed the sluggish growth rate and rising trade deficits on the drastic fall in sugar production.
Economy and Planning Ministry figures show that GDP grew by 1.2% last year compared with the
2.5% that had been projected. Economy Minister Jose Luis Rodriguez told the Asamblea Nacional
del Poder Popular that the economy continued its slow recovery from the deep negative growth
rates between 1989 and 1993, when GDP fell by 37%. "The economic results of 1998 are positive; they
confirm the tendency toward economic recuperation initiated in 1995," said Rodriguez. However,
"we remain far from satisfying the needs of the population."
This was nowhere more clear than in agriculture. Some official pronouncements on agriculture
were upbeat. The Agriculture Ministry said production grew by 8% in 1998, and the quality of
food produced for domestic consumption improved. The official newspaper Granma reported
that 1998 was the year that urban agriculture took off. The national campaign to develop organic
truck gardens in urban areas resulted in 436,000 metric tons of produce triple the 1997 production.
Nevertheless, earlier in December, the UN called for a US$90 million donation to help rehabilitate
Cuban agriculture. The UN said the Cuban population faces "a serious nutritional deficit" that
threatens the health of the more vulnerable in the population.
UN and Cuban government officials said the situation was "difficult" because of the US trade
embargo and drought in the eastern provinces (see NotiCen, 09/17/98). The urban-garden project,
which is supposed to produce 689,000 MT in 1999, would have to reach at least 1 million MT to close
the nation's nutritional gap. The annual cost of importing food is between US$700 million and US
$1 billion, which represents a large portion of the gross earnings from tourism. Much of the capital
resources devoted to agriculture goes to export commodities.
The Agriculture Ministry plans to invest US$58 million for modernizing candy manufacturing
and has set as its chief goals improving exports of agricultural products through joint ventures
with foreign capital and producing foodstuffs for the tourist industry. Self-employment is
further restricted Economy Minister Rodriguez said in January that the economy would remain
predominantly state-run while maintaining the opening for joint private and state enterprises and
the licensing of Cubans to engage in self-employment that began in 1993. "The space given the
private sector in Cuba will not convert this economy to a market economy," said Rodriguez.
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At the same time, he denied that self-employment (cuenta propia) will be suppressed and noted that
200,000 Cubans work for themselves in more than 100 types of employment. But unlike the mixedcapital ventures in tourism, mining, or oil extraction, the government regards self-employment as a
necessary evil and does not vigorously promote it. It is confined to specific activities and limited by
taxation and cumbersome licensing procedures.
Data from the Trabajo por Cuenta Propia section of the Labor and Social Security Ministry shows
the number of cuenta-propia licenses issued reached 200,000 in 1996 but has not grown since and
may have declined slightly. Cuenta Propia director Abel Acosta said taxes on this sector account for
only 1% of the national budget.
In May 1998, Acosta announced new regulations to further restrict this tiny sector. He said that "no
activity is prohibited," but because some Cubans were engaging in unauthorized private-sector
activities, new regulations were needed to limit these "distortions."
Nevertheless, besides adding more bureaucratic steps to the licensing process, the new regulations
outlaw associations of small businesses in carpentry and the production of wicker furniture and
pottery. Also prohibited are the sale of compact discs, the recording or sale of audio tapes, the
production of ham, fishbowls, gold or silver items, mattresses, cigarette lighters, and teaching
computer skills.

Sugar production remains in decline
Sugar remains the most troubled of the major production sectors. The high cost of credit for inputs,
antiquated mills, and inefficiencies in harvesting and grinding have contributed to a precipitous
decline that has cut harvests in half during the 1990s (see NotiCen, 11/06/98). Production dropped
from 4.2 million metric tons in 1997 to 3.2 million MT in 1998. The Sugar Ministry projects a 12%
increase for the current harvest, which ends in April 1999.
In December, Vice President Carlos Lage gave the Asamblea Nacional a gloomy assessment of
sugar's drag on the economy. He told the parliament that if the costly production of last year's
sugar harvest were left out of the calculations, GDP would have grown by more than 4.1% instead of
1.2%. "The country has not been able to compensate through growth in other sectors for the loss of
financial resources represented by the decline in sugar production," Lage said.
The paradox of Cuban sugar is that economic planners are apparently unwilling to let the industry
decline further until tourism and other export growth sectors can bring in the convertible currency
needed, but are unwilling to devote enough resources to return sugar to its dominant position.
The 11.5% increase expected in foreign investment in 1999 will go largely into tourism, energy, and
telecommunications. Lage did not hold out much hope for a rapid recovery of the industry because
of capital shortages. "Given the sugar industry's volume and given the need for big investments
for modernization, the resources have not been available as they have been to back tourism and
fishing," said Lage.
Furthermore, not enough resources will be available to ensure a much larger 1999-2000 harvest.
Other production figures were more positive, including a 12% increase for nickel, 22% for tobacco,
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17% for oil, and 20% for tourism. Tourism is now firmly in place as the largest earner of foreign
exchange, bringing in US$1.7 billion in 1998. Granma reported in December that 1.4 million tourists
visited Cuba in 1998, a 20% increase over the previous year. The ministry projects 2 million tourists
by 2000. The largest numbers come from Canada, Spain, Italy, and Germany.
At the same time, Tourism Ministry figures show tourist stays have lengthened from 9.2 million
tourist-days in 1997 to more than 10 million in 1998. From about 27,000 rooms today, the ministry
expects to have 40,000 by the end of 2000. Cuba is now the fifth most popular Caribbean tourist
destination, rising from ninth place in 1990.

Oil exploitation shows promise
The oil industry shows promise for reducing Cuba's dependence on costly imports and diverting
foreign reserves to other sectors. The national oil company Cuba Petroleo (CUPET) announced
in early January that production of crude hit a record 11.7 million barrels in 1998. Production in
1997 was 10.2 million bbl. and has more than tripled since 1991. Still, the amount extracted last year
supplied only about a quarter of Cuba's petroleum requirement.
At present, Cuba must spend more than US$1 billion to import 42 million bbl. of petroleum products
each year. Natural gas production in 1998 was 117 million cubic meters, most of which went to
domestic household use. Cuban oil is heavy crude with a high sulphur content and is used mostly
for electric-power generation. CUPET projects production for 1999 at 11.9 million bbl. of crude and
400 million cubic meters of natural gas.
The production increases result from an aggressive policy of signing joint-venture contracts with
foreign firms that bring in modern technology and financing. Canadian and European oil companies
have exploited several new fields. These joint operations account for 30% of exploitation and
production, the rest is done by CUPET. For exploration, Cuba is divided into 45 blocks, 22 of which
are leased to 11 foreign firms from Canada, France, Great Britain, Sweden, and most recently Brazil.
In November 1998, the Brazilian state-run Petroleo Brasileiro (PETROBRAS) signed a six-year
agreement to explore for oil and drill at least one well in a joint venture with CUPET. Some 270
wells are currently in operation. [Sources: Associated Press, 11/20/98, 11/28/98, 12/21/98; News from
Cuba, Cuban Interests Section (Washington), 12/23/98; Inter Press Service, 12/29/98; Granma (Cuba),
12/24/98, 12/25/98, 01/02/99, 01/05/99; Notimex, 06/21/98, 09/05/98, 12/19/98, 12/25/98, 01/05/99;
Agence France-Presse, 12/18/98, 12/21/98, 12/22/98, 01/08/99]
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